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Nashville, Tennessee 
November 23, 1936. 

To the Stockholders of 
General Shoe Corporation : 

The fiscal year of the General Shoe Corporation ended October 31, 
1936. This report includes comment on operations during the year, Bal¬ 
ance Sheet showing the condition of your Company at the end of the year. 
Income Account, and the surplus account for the period covered by the 
report. 

Net sales to customers for the period amounted to $10,0S0,380.88. 
This is the largest year in the history of your Company, exceeding all pre¬ 
vious years in both dollar sales and pair sales. In addition, subsidiary man¬ 
ufacturing produced materials amounting to $799,493.00 which, combined 
with the sales to customers made a total net business volume transacted of 
$10,879,873.88. 

Net sales to customers during the previous twelve months period were 
$6,517,911.52. Thus this year represents an increase of 54.7% over the 
previous year. This is a very gratifying record, and is an indication of 
the standing that your Company has among the shoe buyers of the country. 

The earnings per share on Common Stock, outstanding at October 
31, 1936, after Preferred Dividends, were $6.02. This compares with 
earnings per share last year of $5.88, and represents a slight increase. The 
number of shares of Common Stock outstanding was considerably increased 
during the year. 

Total Net Profits this year are $659,157.97 compared with net profits 
during the previous year of $464,880.41. This represents an increase of 
41.8% which is not as large an increase as the percentage increase in sales. 
It can be readily understood that in increasing capacity as much as was done 
during the past year, the Corporation had a great many unusual expenses 
in setting up new equipment for operation, in training new operators, and 
developing an organization to take care of increased volume. 

The Current Ratio is 6.38 to one, and there is more than sufficient cash 
to cover all liabilities. 

Provision has been made for Federal taxes and,all other taxes. Inas¬ 
much as the present fiscal year began before December 31, 1935, the new 
surtax on undistributed corporation income as passed by Congress during 
this year does not apply on this fiscal year. Therefore, no reserve has been 
set up for this item. Reserves have also been set up for doubtful accounts, 
collection expense, and discounts. It is believed that adequate provision 
has been made for depreciation. Values placed on inventories represent 
cost or market, whichever is lower. 

The net worth of the Corporation is now $3,601,517.32. The working 
capital is $2,742,800.60 which shows an increase of $1,082,925.13 over the 
previous year. 

After negotiations extending over a period of several months, the Cor¬ 
poration acquired as of May 1, 1936, all of the stock of the J. K. Orr Shoe 
Company of Atlanta, Georgia. This company, organized more than forty 
years ago, originally as a jobbing concern, has been manufacturing shoes 
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for the past fifteen years in Atlanta, Georgia. Their production is chiefly 
on growing girls’ and women’s shoes. The acquisition of this business, 
which was taken over in its entirety and continues to operate as a separate 
organization, increases the variety of shoes which the Corporation makes 
and gives a larger opportunity for growth. For some time the J. K. Orr 
Shoe Company has used the name Edgewood Shoe Factories as a sales 
division, and when the stock was acquired by this Corporation the name 
Edgewood Shoe Factories was continued as the operating name of this divi¬ 
sion. The charter of the J. K. Orr Shoe Company was surrendered as of 
July 1, 1936, and this business in Atlanta now operates as an integral part 
of the General Shoe Corporation. The organization, however, continues 
as before, with sales and production centralized in Atlanta, and shipments 
made from Atlanta. This unit has operated at a profit right along and has 
shown a very splendid sales record. They have continued to show a very 
satisfactory profit since this Corporation acquired the business and have 
prospects for further growth. 

The Balance Sheet of course includes all of the assets of the new divi¬ 
sion in Atlanta, and the operating figures include operations of the Atlanta 
business from May 1, 1936 to October 31, 1936 which was the period dur¬ 
ing which this operated as a branch of the General Shoe Corporation. 

The management has felt it proper to set up from time to time a cer¬ 
tain amount for a contingency reserve. This reserve has been added to 
from year to year, and now amounts to $54,216.39. Any contingent liabili¬ 
ties that the company might have are of a minor character and no material 
amount, and no charges have ever been made against this reserve. A reserve 
has also been set up for advertising to take care of expenses in connection with 
the radio campaign which continues through the Fall months. Reserves 
have also been set up on some other items where it is felt that such reserves 
are proper. 

Dividends paid during the year amounted to $1.25 per share. Your 
company has followed a conservative policy on dividends, but by its rapid 
strides in increasing business and its strong financial position, it is in a 
position to meet changing conditions in as satisfactory manner as possible. 

With the uncertainties of constantly increasing taxes, the variable mar¬ 
ket, due to possible inflation, and unfortunate experimentation with regu¬ 
latory laws by Congress, it is difficult to forecast what is ahead. Neverthe¬ 
less for the coming year at least business prospects appear to be bright. The 
Corporation is flexible, quick to adapt itself to new conditions, and it is 
believed can adjust its operations to any new situation as well as any unit 
in the industry. 

The statements submitted in this report in summary form have been 
certified by Peat, Marwick, Mitchell and Company, Certified Public Ac¬ 
countants. 

Respectfully submitted, 

W. M. Jarman, 
President. 

J. F. Jarman, 

Chairman of the Board. 
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BALANCE SHEET 

October 31, 1936 


ASSETS 


Current Assets: 

Cash in Banks and on Hand $ 765,009.99 

Customers’ Accounts Receivable Less Reserve for 

Cash Discount and Doubtful Accounts 1,124,165.02 

Miscellaneous Accounts Receivable 30,048.03 

Inventory of Manufactured Merchandise 436,310.25 

Inventory of Raw Materials and Merchandise in 

Process, and Raw Materials in Transit 897,385.71 


Total Current Assets 

Employees’ Notes Receivable (Under Installment 
Plans for Purchase of Common Stock) Secured 
by 14,623 1/3 Shares of Common Stock of the 
Corporation 

Real Estate, Buildings, Machinery, Equipment, Im¬ 
provements to Leased Properties, Less Reserves 
for Depreciation and Amortization 

Goodwill, Patents and Trade-marks 


$3,252,919.00 

238,540.80 

695,281.00 

1.00 


Total 


$4,186,741.80 


LIABILITIES 


Current Liabilities: 


Accounts Payable—Not Due $ 54,076.60 

Customers Credit Balances . 5,749.03 

Accrued Expenses for Royalty, Payrolls and Taxes 191,390.57 
Provision for Income Taxes 141,012.46 

Officers and Employees Balances and Deposits 117,889.74 


Total Current Liabilities . . 

Reserve for Contingencies 
Reserve for Insurance, Advertising, Etc. 

Capital and Surplus 

Preferred 8% Cumulative—Outstanding 4,963 

Common—Outstanding 102,791 Shares 
Earned Surplus 


$ 496,300.00 
1,396,851.97 
1,708,365.35 


510,118.40 

54,216.39 

20,889.69 


Net Worth 


3,601,517.32 


Current Assets 
Current Liabilities 
Working Capital . 
Current Ratio 


$3,252,919.00 
510,118.40 
2,742,800.60 
6.38 to 1 
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INCOME ACCOUNT 

For Year Ended October 31, 1936 


Net Business Volume Transacted . . §10,879,873.88 

Less Sales Value of Production of Subsidiary Manufacturing 799,493.00 


Net Sales of Shoes and Other Manufactured Merchandise to 

Customers. ... . . §10,080,380.88 

Cost of Shoes, and Merchandise Sold after Charging All Expenses, 

Depreciation, Maintenance, Credit Losses, etc., Less Discount 
on purchases . .... ... . 9,290,843.24 


Net Operating Profit . . . . . . $ 789,537.64 

Provision for Income Taxes . . . 130,379.67 

Net Income for Year . § 659,157.97 


STATEMENT OF EARNED SURPLUS 

For Year Ended October 31, 1936 


Surplus As at October 31, 1935 . . 

Add: 

Net Income for Year Ended October 31, 1936 
Sundry Minor Adjustments ... 

Deduct: 

Dividends Paid: 

Preferred 8% Cash 
Common §1.25 per Share Cash 
Goodwill Acquired and Charged Off 
Surplus As at October 31, 1936 


§ 1,228,837.12 

o 

659,157.97 

6,464.27 

§ 1,894,459.36 


§ 39,800.00 
118,013.27 

28,280.74 186,094.01 

§ 1,708,365.35 
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Comment on Operations 


All factories have operated at steady capacity throughout the period 
and the efficiency of operation was maintained at a high level, producing, 
it is believed, reasonably satisfactory results for the customers of the Cor¬ 
poration, for the employees, and for the stockholders. 

Wages received by the employees of the Corporation are the highest 
in its history, both from the standpoint of rates per hour, and weekly and 
yearly wages. The average wage for the employees of this Corporation 
on the hourly rates compare very favorably with the average of the shoe 
industry and with other shoe manufacturers, most of which are located 
in Northern sections of the country. From the standpoint of weekly and 
yearly earnings of the employees, this Corporation is believed to be near 
the top in the industry. The employees of your company are a very high 
class of people, and many of them have been with the Company for many 
years and are skilled operators and efficient workers. 

Your Company has a regular organized personnel department in the 
Nashville factory. This department has been of great value in coordinat¬ 
ing the various employees’ service activities that are in effect. For many 
years the Company has assisted in the support of the Employees’ Benefit 
Association which takes care of employees on a regular basis when they 
are out sick during the year. This organization is maintained and run by 
the employees. Your Company also has a plan to assist in hospital ex¬ 
penses when employees find that operations and hospital care are necessary. 
A group insurance plan has been in force for some time, part of the cost 
of which is shared by the Company. During the past year, a vacation plan 
was put into effect for all employees of the Company who have been here 
for a period of five years. Such employees receive a full week’s vacation 
with full pay. First aid rooms with trained nurses in attendance are main¬ 
tained in each factory to take care of any emergency accidents or sickness. 
The factories have set up unusual safety records, and special stress is placed 
on this matter. Inspection committees of the employees themselves in each 
department check working conditions, safety, economy of operation, cleanli¬ 
ness, etc. each week, and once a month group meetings are held of these 
inspection committees in each factory at which dinner is served at the ex¬ 
pense of the Company. A Credit Union has been organized by the em¬ 
ployees and has been of great value in assisting employees to make loans 
at reasonable rates through a cooperative banking arrangement. Athletic 
teams of various sorts are organized in the various factories all during 
the year, including baseball—both hard and soft ball—tennis, basketball, 
bowling, boxing, and various other activities of this sort. Savings plans 
are encouraged, and it is gratifying to see the constant development of the 
young men and young women who are working with the Company. 
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During the past year a new factory has been put into operation in Lewis- 
burg, Tennessee. Operations were started there during the month of June, 
and the training of employees has been proceeding rapidly, and produc¬ 
tion has been growing constantly. This plant is modern in every way, and 
the equipment and installation is up to date in every respect. An addition 
has also been made to the main building in Nashville, providing another 
100,000 square feet of floor space. This area will not be used for increased 
production in Nashville, but is to take care of the need for increased ship¬ 
ping room space and warehouse facilities of one sort or another that have 
been necessitated by the increasing production of the other plants. It is 
planned to make several re-arrangements in the buildings in Nashville, and 
the offices will be moved into the new addition. During the past year, the 
production at the Tullahoma plant has been increased to a maximum amount, 
and the factory is running along in a very satisfactory way. 

It is interesting to know that although the total export business of 
the United States to Foreign countries on shoes is not large, that your Com¬ 
pany enjoys a fair percentage of this business, in fact, doing approximately 
7/4% of the total men’s and boys’ shoe business that is exported from the 
United States. Shoes manufactured by this Company are sold in various 
parts of the world, through regular dealers. 

It should be remembered that this fiscal year does not come within 
the latest Revenue Act calling for a surtax on undistributed corporate in¬ 
come, so that during the coming fiscal year we can look for still larger in¬ 
creases in taxes. The Social Security Tax also becomes an increasing load 
as times goes on. During the last ten months of our fiscal year the Cor¬ 
poration set up 1% on its payroll for the Social Security Tax. Beginning 
January 1, 1937, the Corporation will pay 3% on its payroll and will deduct 
an additional 1% from employees. The amount, according to law, increases 
from time to time, both as to the amount the company pays and as to the 
amount that is to be deducted from employees’ wages. According to the 
National Economy League, there are 126 different taxes which add to the 
cost of a pair of shoes before it finally gets on the wearer’s foot, and that 
is just one demonstration of the way that taxes enter into the cost of living 
for everyone. 

Shoe prices have been more or less stable throughout the year, and 
while there has been a feeling on the part of some in the industry that in 
line with the advancing tendencies of some other commodities shoe prices 
might advance, still it has been the policy of this Corporation to maintain 
as nearly as possible a steady level of prices, in an effort to give the cus¬ 
tomers of the company better values for their money. By the constant 
increase in production, increasing efficiency, and its conservative profit pol¬ 
icies, the Corporation has been able to take care of increased expenses due 
to higher taxes and other costs, and thus pass on to the customers the ad¬ 
vantage of outstanding values. 


i 
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The Corporation must render a definite service to the public. In addi¬ 
tion, it must provide its employees with fair opportunities and as much a 
measure of security as is possible in this uncertain world. It must provide 
a fair return on invested capital. Your Company has been growing be¬ 
cause it has rendered a service, and it is expected to continue to go forward 
on a firm basis. 

The Corporation is well covered on materials and supplies for the com¬ 
ing season. Inventories of raw materials on hand at the end of the year, 
plus the committments with our various sources of supply are adequate to 
take care of the requirements for the coming Spring season on a satisfac¬ 
tory basis. 

Salesmen of the various divisions started out during the latter part 
of October with the Spring line, and the reports received from the trade 
the first few weeks the lines were out indicated a very satisfactory response. 

The Corporation should be especially proud of its fine organization, 
and this applies to the executives of the Company as well as to every de¬ 
partment of the business. Men in responsible positions are in many cases 
outstanding men in the industry, and by their enthusiasm, hard work, and 
intelligent effort have been responsible for the growing success of the com¬ 
pany. It is felt that character is an important element in any individual 
success, and executives of the Corporation have been selected as men with 
a fine basis of strong character. It has been very gratifying that as the 
company has grown, new supervisors and executives have been, in the main, 
selected from the employees of the company. 

Your Company is a strong believer in national advertising, and some 
of its brands are among the best known in the industry. The Jarman Shoe 
Company Division has conducted an extensive radio campaign over the 
National Broadcasting Company during the Fall months on the Jarman 
Friendly and Frank Jarman Custom Shoes. This is in addition to a strong 
magazine campaign which continues every year. The Richland Division 
has advertised the Fortune trade name widely in various magazines, and the 
Belle Meade Division has advertised its Skyrider shoes for boys in various 
ways. Advertising of the Jarman Division has been handled by C. P. Clark, 
Incorporated, Nashville, Tennessee, and the Richland and Belle Meade Divi- 
vions by Badger, Browning and Hershey of New York City. 

The Corporation’s products are distributed by approximately 10,000 
different dealers. These dealers are located in ever}' state in the Union, 
and as mentioned above in many different countries in all parts of the world. 
Practically even,' class of trade is represented from the largest retailers 
of shoes right down to the smallest. By determining the needs of every 
individual class of dealers, very excellent and satisfactory relations are 
maintained. An instock department, with or without national advertising, 
fits into the requirements of a certain class of people. Shoes made to the 
dealer’s own specifications take care of others. The Company is constantly 
studying and adopting methods of fitting into the requirements of all kinds 
of shoe retailers. 
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GENERAL SHOE CORPORATION 

NASHVILLE, TENNESSEE 


Directors 

William M. Blackie Frank Jarman 

Henry W. Boyd, Jr. Maxey Jarman 

Earle T. Biwnpous Harlan Lawson 

William Wemyss 


Officers 


Frank Jarman. 

Maney Jarman. 

William Wemyss. 

Harlan Lawson . 

William M. Blackie. .. 

Earle T. Bumpous. 

Henry W. Boyd, Jr. 

Charles W. Cook. 

James P. Saunders. 

Houghton Vaugh n .. 
Otis C. Williams. 


.Chairman of the Board 

.President 

... Executive Vice President 

.General Manager 

.Vice President 

.Vice President 

.... Secretary and Treasurer 
. .. .Assistant Vice President 
.... Assistant Vice President 

.Assistant Treasurer 

.Assistant Secretary 


e 


Registrar and Transfer Agent—Third National Bank, Nashville, Tenn. 
Annual Meeting of Stockholders—December 21, 1936 
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FACTORIES 


Nashville, Tennessee 
Gallatin, Tennessee 
Tullahoma, Tennessee 
Lewisburg, Tennessee 
Atlanta, Georgia 


SALES DIVISION 

Jarman Shoe Company 
Richland Shoe Company 
Davidson Shoe Company 
Belle Meade Shoe Company 
Imperial Shoe Company 
Edgewood Shoe Factories 


Brand Names: Jarman Friendly, Frank Jarman, Fortune, 
Skyrider, Excelsior 
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